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assistance fund, simply stating that they found it would be premature to conclude whether
the base should be interstate revenues or a combination of interstate and intrastate
revenues.’®  In order to reduce the number of cases to consider, the calculations below
assume that the tax base is both intrastate and interstate net revenues. AirTouch has, using
Commission data, constructed estimated total intrastate and interstate telecommunications
services revenues broken down into two broad categories corresponding to: (a) local
services; and (b) long distance and wireless. Because the tax based used in these projections
is net revenues, these figures have been adjusted where possible to avoid double counting

access charges paid by long distance companies to local exchange carriers. These estimates

are presented in the table below:"

0 RDat§82l.
u Because of the way the numbers are reported by the Commission in Statistics of
Common Carriers, the local service revenue amount includes charges for basic
monthly service, state and federal end user charges, and access charges levied on
intrastate long-distance carriers. The long distance and wireless revenue amount
represents the long distance service revenues collected by interstate
telecommunications carriers reporting the Commission. The resulting total figure
omits intrastate carriers’ long distance revenues. However, these revenues are
unlikely to be large enough to make significant differences in the resulting projected
tax rates and deadweight losses. Wireless revenues are as calculated in the 1994
TRS Fund Worksheet.
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In fact, from 1984 to 1990, penetration increased from 91.4 percent to 93.3 percent. “The
results are consistent with the fact that even low-income customers pay a substantial portion
of their monthly bill for toll services. For example, using a sample of actual May 1991 bills
from Pacific Bell for California, we calculate that toll calls account for 64.9 percent of the
total bill.”® It is not true that low-income subscribers do not make toll calls and therefore

care only about low access prices.?*

Wolak?® uses household-level data from the Consumer Expenditure Survey (1988-
1991) to estimate a complete system of consumer demand functions for local and long-
distance service, food, clothing, and other non-durable goods. He accounts for both income
effects and cross-price elasticities between all goods, making his the most general demand
structure ever estimated for telecommunications services. He conducts simulations in which
the price of local service is raised significantly while the price of long-distance service is
lowered by an equal percentage. In each case, he concludes that subscribership would not

be harmed and that average consumer welfare increases.

There is a second reason that lowering the SLC would harm the public interest. In
addition to violating principles of cost-causative pricing, lowering the SLC would violate

economic principles of efficient taxation. It is a well-established principle of public finance

B Hausman et. al., at 183

In the non-dominance proceeding, AT&T presented data indicating that the level of
long distance calling is relatively insensitive to subscriber income levels.

% Frank A. Wolak, “Can Universal Service Survive in a Competitive
Telecommunications Environment? Evidence from the U.S. Consumer Expenditure
Survey,” mimeo, Feb. 1996.
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